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Better Business Focus is the essential key for business owners and managers. It achieves that by focusing on the way in which successful businesses

compete and manage their organisations.

It focuses on how people are recruited, coached and developed; on how marketing and selling is undertaken in professional markets as well as in
markets with intense competition; on how technology and the Internet is reshaping the face of domestic and home business; and on how people are
being equipped with new skills and techniques. In short, it offers expert inspiration for a better business.



Who buys a Ford Mondeo car? Lots
of people. The family buyer values
the space, safety, reliability, comfort,
attractive appearance and features
such as air-con and sunroof. A car
fleet manager, however, has other
priorities. He is interested in boot
space, fuel consumption, emissions,
reliability, insurance costs and
residual value. There is some overlap,
but the two groups have different
priorities.

The products and services we sell will
appeal in different ways to different
users — even within the same market,
perhaps even in the same company.
How well we meet the requirements
of a particular segment of our market
depends on the degree to which

we understand the key priorities of
customers in this segment and how
carefully we have differentiated our
offer to meet these priorities. To help
understand this more clearly, and
also to provide you with a useful tool
to measure how well your product
meets your customers’ real needs,
let’s draw a customer value line,
calculated as follows.
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It's about: Value
It applies to: Business Owner/Managers
Marketing Directors/Managers

What can you learn from this article

Main slant:
Understand what your customers want,
give it to them and don’t panic

Putting value on

the map

Total cost of ownership (TCO) is a
measure of how much your product
or service will cost our buyer to
own and operate. TCO is more than
just price. Itis a combination of
cost elements some of which are
incurred up-front (invoiced price,
commissioning, installation, etc)
and others incurred at different
stages over the life of the product
(training, fuel, software, repairs,
etc).

Total customer benefits (TCB)
include all the things that our
customers think is important in
their context. These include special
features like output, performance
etc, and intangible elements such
as comfort and ease of use. TCB
and TCO vary among markets. Even
within a market, one customer’s
TCO and TCB will differ from
another’s. The customer value
line (CVL) represents the average
relationship, for a given product-
market situation, between TCO
and TCB. If, like A, Band Cin the
diagram, your product falls on the
CVL, then it is delivering average
(i.e. acceptable) value. If, like D,
your product lies above the CVL,

it represents poor customer value.
For the TCO that the customer
pays, he should be receiving the
same TCB as the buyers of product
C. Heisin fact only getting the
TCB of product B, which as you can
see from the diagram is a lot less.
Similarly, product E is a good value
purchase. For the TCO for A, the
customer is receiving a TCB similar
to that of buyers of product B.

The suppliers of product D have a
real problem. Because D offers a
very poor deal, they will need to
find a way of moving their product
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back on to the CVL, or even better,
below it. The options are either to
reduce TCO or to increase TCB, or
some combination of the two. Often
the decision is to reduce TCO (more
usually to drop price). This is a bad
move because it can lead to price
wars and commoditisation and may
also damage the perception of your
brand. A much better option is to
increase TCB, i.e. by manipulating
some elements of the TCB package
that are important to the customer.
These can be both tangible and
intangible. Put another way, we can
manipulate the revenue gain and
emotional attractiveness elements
of the ‘value triad’ (the basis for
identifying important elements of
value in any given situation being
revenue gain, cost reduction and
emotional appeal).

Inking a deal

Let's take a hypothetical case of

a company selling inkjet printers.
Businesses that buy these printers
are looking for optimal colour quality
at a low capital cost. A host of
factors might influence the purchase
decision; for instance, increasing
revenue (from high quality reports),
linking wirelessly to several PCs,
reliable customer support and
enhancement of business image.
The table shows the TCO and TCB
scores, derived from customer
research, of six competitive printers,
across the attributes considered
important by customers in making a
decision.

When plotted on the customer
value line, it becomes clear that A is
positioned above the line, a position
that represents poor value. This
explains why the product is not
selling. Even if the PC magazines
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